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SOLOMON ISLANDS 


Summary 


The Solomon Islands became an independent nation on 
July 7, 1978. Inasmuch as the Solomons had been self- 
governing since 1976, independence did not bring major 
shifts in economic policy. 


Previously established economic trends continued. GDP 
growth has averaged over 10% per annum, and GDP is 
expected to continue to grow, albeit at a slightly reduced 
rate. Diversification of exports has progressed well. 
From reliance on copra almost exclusively in the 1960s, 
the export pattern has changed to the extent that the 
value of fish, timber and copra exports were about equal 
by 1977 and palm oil exports were rising rapidly. In 
1978 cocoa and rice exports began to contribute signi- 
ficantly to export earnings with a favorable balance of 
trade, which is expected to continue, achieved. 


Government capital expenditures doubled between 1973 and 
1977 and doubled again from 1977 to 1978. This expenditure, 
emphasizing economic infrastructure, should continue to 

grow as the U.K. aid continues and sizeable assistance 
programs are developed from Australia, European Development 
Fund, ADB, and World Bank. 


U.S. investment remains welcome and the government recep- 
tive though few resources other than bauxite, timber and 
fish have been proven. The Solomon Islands Government's 
primary interest is in sizeable investments in the form 
of joint ventures between the foreign investor and the 
government. 


While there is a growing market for single purchase items, 
bulk U.S. exports to the Solomons remain hampered by 
difficult shipping arrangements. 
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TABLE I 
KEY ECONOMIC INDICATORS - SOLOMON ISLANDS 
VALUES IN SOLOMON ISLAND DOLLARS (000) 


Fiscal Year = 
Calendar Year 


Exchange Rate: 

SI$ = USS (1) 

INCOME, PRODUCTION, & EMPLOYMENT 
Wages & Salaries 12,867 16,529 17,700 
GDP at Market Prices 49,402 58,962 70,092 
Gross Subsistence Product 23,625 26,078 29,600 
Per Capita GDP 242 275 308 
Growth Rate Current Prices L3s.5 13.9 LESS 


Commodity Exports 19,952 29,614 
(1978 est. 31,146) 


Employment N/A 16,410 16,800 
MONEY AND PRICES 

Deposits 23,820(2) 

Retail Price Index (1970=100) 178.6 

Currency in Circulation 2,100 
BALANCE OF PAYMENTS AND TRADE 

Overseas Aid 

Overseas Borrowings 0 

Trade Balance -1,140 


Current Balance of Payments -2,800 


Percentage of Exports Going to 35.9 
U.S. and American Territories 


SI$ introduced October 27, 1977 is on par with Australian dollar which 
was used previously. 


As of October 19, 1977. Prior to that date savings banks did not make 
a full return of their assets and liabilities. 





BACKGROUND 


Recent Developments: 


The Solomon Islands has been self governing since 
January 1976 and following the successful completion 

of constitutional talks in London, became independent on 
July 7, 1978. The items of major concern during the 
London negotiations, citizenship, land ownership, and 
financial aid, were resolved to the satisfaction of 

both parties and in a manner which augers well for the 
stability and progress of the new nation. Minority 
groups, particularly Gilbertese and Chinese, have been 
guaranteed citizenship upon application. Land ownership 
has been reserved for Solomon Islanders, alleviating 

a widespread political concern, while an adaptable 
system of long term leases will make land available for 
commercial development. The constitution, particularly 
the land ownership and citizenship provisions, has been 
welcomed by both the resident and foreign based business 
communities. 


In place of the concessional loan aid granted in previous 
years, the U.K. agreed to provide 26 million pounds 


(US$44 million) as grant aid over the first four years of 
independence, enabling the Solomon Islands to attain 
nationhood free of large initial debts. Since independence, 
substantial grants have been forthcoming from other donors, 
as have soft loans from multilateral institutions. 


Economy: 


The Solomon Islands' economy consists of two distinct 
entities, the subsistence and market sectors. Approximately 
90% of the population lives in rural and isolated settle- 
ments, obtaining food by root crop gardening and fishing, 
and having relatively little involvement in the cash 
economy. The market economy is dependent on primary 
commodity production for export, mainly timber, fish, and 
copra. Smaller amounts of cocoa, rice, palm oil and spices 
are exported, although rice and cattle production is 
intended primarily for internal markets. 


National Development Plan: 


In 1975 the government introduced a five year National 
Development Plan designed to accelerate progress towards 
political independence and economic self-reliance. 
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Political independence was achieved and a number of the 
plan's economic objectives met. GDP growth exceeded 
expectations, a national currency was established, Solomon 
Islands equity was established in several major commercial 
enterprises, production of commodities increased, a 
Monetary Authority was established to manage capital flow 
and progress made towards elimination of the need for 

aid support for the recurrent budget, which aid dropped 
from 22% in 1973 to 12% in 1978. 


Considerable progress was made towards greater economic 
self-reliance as both exports and trading partners have 
been diversified, sources of aid spread, as were sources 
of foreign investment and all major foreign investments 
are either already in the form of joint ventures or 
negotiations are underway to put them on that basis. 


A second five year National Development Plan is now being 
prepared. It must deal with remaining problem areas 
including, inter alia, rapid population growth, uneven 
income distribution, creation of jobs, and coordinating 
central and provincial government policies and implementing 
them. 


CURRENT ECONOMIC SITUATION AND TRENDS 
Recent Economic Growth: 


The Solomon Islands economy has grown rapidly over the last 
four years. In constant 1977 prices, GDP rose 33% between 
1973 and 1977, an annual rate of growth of 7.3%. Given 
rapid population increase, GDP per capita growth was 3.9%, 
still a good rate of growth by international standards. 


The future looks encouraging. In 1965 copra alone made 
up 93% of the value of all exports. By 1973 timber and 
fish became major exports, with copra representing under 
a third of the value of exports. By 1977 the value of 
copra, timber and fish exports was approximately equal, 

at just under SI$8 million each, while palm oil exports 
were increasing rapidly, contributing nearly SI$3 million. 
Cocoa exports had risen to over SI$550,000. In 1978 rice 
exports totalled some SI$800,000. Thus, exports have been 
diversified in a few short years from reliance on one 
product to a four-product base, with cocoa and rice pro- 
mising to make a significant contribution to total export 
earnings in the future. Another type of export diversi- 
fication is also encouraging. Japan, UK, other EEC 
countries, US and its territories, and Scandinavia each 
takes more than 10% of Solomon Islands exports with none 
taking more than 25%. 
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1978 exports reached a high of SI$31.1 million, up 5% 
from 1977, and a surplus of SI$0.16 million on the balance 
of trade was recorded. 


TABLE II 
EXPORTS OF MAJOR COMMODITIES 


1975 1976 1977 


Fish (MT) 4,709 13,000 10,496 
(SI$000) 3,505 7,160 7,895 


Timber (000 CUM) 208 241 238 
(SI$O000) 5,683 6,062 Wa dt2p 


Copra (MT) 27,477 23,015 26,915 
(SI$O00) 5,859 3,634 7,988 


Palm Oil (MT) 3,549 6,246 
(SI$000) 1,160 2,895 


Cocoa (MT) 125 164 
(SI$000) 218 553 


Rice & Rice Products (MT) 12 297 
(SI$O00) 130 1,664 


Nevertheless, problems exist, particularly price fluctuations 
on the world market. Over the last 5 years the value of 
copra exports has fluctuated from SI$2.8 million to 

SI$9 million, timber from SI$3.1 million to SI$7.7 million 
and fish from SI$1.5 million to SI$7.9 million. Also, timber 
exports could fall sharply if Levers Pacific Timbers and 
landowners in New Georgia do not reach agreement. 


Despite problem areas, GDP is expected to continue to grow, 
although at a slightly reduced rate, partly due to a recent 
slowdown in investment in the commercial sector. Export 
earnings are expected to increase to over SI$50 million by 
1984, the end of the second National Development Plan. This 
figure may be reduced if North New Georgia logging operations 
do not go ahead, but it is still expected to produce a 
favorable balance of trade. Finally, external aid programs 
are financing large increases in the government's capital 
expenditures and are expected to remain an important element 
in GDP growth. 
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TABLE III 
PERCENTAGE OF MARKET GDP 


1975 1976 
11.8 21.6 
223<5 1928 


195.7 11.5 


—_—_——— 


45 92.9 


Copra: 


Until the mid-1970s copra was the major cash product of 

the Solomons. It remains a vital crop due to its importance 
as a subsistence food commodity and as the only cash crop 
for much of the rural population. Some 60% of the islands' 
copra is produced by small holders whose production is 

price sensitive. Depressed prices had an adverse impact 

in 1977 but production is back up to some 27,000 tons a 
year. Significant production increases are possible given 
recent replanting and new planting. Also, Unilever, a 

major plantation producer, has a major expansion underway. 


Fisheries: 


Fisheries are developing rapidly in Solomon Islands. 
Solomon Taiyo, a six year old joint Japanese and local 
venture added a second fishing base, an additional freezing 
facility and a cannery in the last three years. In 

March 1979 the Solomon Islands Government increased its 
share of the firm from 25% to 49% and capitalization was 
increased from SI$1 million to SI$2 million. Fleet ex- 
pansion almost completed includes three new vessels 
constructed and two chartered. 60% of Solomon Taiyo output 
goes to the U.S. and U.S. territories, 25% to Europe and 
15% to Japan. A new cannery to be completed by 1981 will 
put out an additional 650,000 cases of tuna annually. 


National Fisheries Development (NFD), a new operation - 

75% Solomon Islands Government and 25% Solomon Taiyo - began 
operations in 1978. Assisted by the Asian Development Bank, 
NFD will build and operate a fishing fleet whose catch will 
go to Solomon Taiyo plants. The first of two purchased 

NFD boats is already in the Solomons and two locally built 
boats are now under construction. Long anticipated 
employment and revenue opportunities from fishing have 
become a reality. 





Forestry: 


Timber output has been relatively stable and, given export 
diversification, timber export values now total only about 
19% of Solomon Island exports. The four expatriate 
companies plus locally owned sawmills engaged in timber 
harvesting have been able to supply the relatively small 
local market's sawn timber requirement. Although the 
National Development Plan's target for local processing 

is one-third of local timber production, only one-tenth 
has been achieved to date. 


Palm Oil: 


Solomon Islands Plantations Ltd., a joint venture of the 
government and the Commonwealth Development Corporation, 

is producing palm oil on a 3,335 hectare plantation nearing 
full productivity. Expansion into cocoa and putting 
additional acreage into oil palms will depend upon the 
willingness of landowners to release land to the project. 


Cocoa: 


A substantial proportion of cocoa production comes from an 
expatriate plantation which will soon become a joint venture 
in which Unilever will be majority stockholder (and operator) 
and the GSI minority stockholder. Production has started 

to increase with 1978 production totalling 240 tons, up 

from 164 in 1977. 


A rapid increase in production is expected during the period 
1979-1981. In addition to the joint venture plantation's 
expansion, small holdings are also expected to increase 

due to recent high prices. 


Rice: 


A U.S. firm, Brewer Solomons Associates, took over an 
irrigated rice project in 1974. In 1978 Brewer Solomons 
Agriculture Ltd. was formed with Brewer retaining 55% 
ownership and the Solomon Islands Government taking 45% 
interest. Brewer Solomons is the only rice producer in 
the country. It now has 1,100 hectares in production and 
is producing 9,500 metric tonnes of paddy rice (equivalent 
to 5,700 tonnes of polished first grade rice). -Over the 
next three years the area in production will be expanded 
to 2,000 hectares with total investment at maturity of 
SI$9 million. Brewer Solomons is now exporting rice to 
New Zealand, Papua New Guinea and Fiji. 





Livestock: 


Cattle herds, expanded to 25,000 head in 1976, remained 
static through 1978 as herds were consolidated and marketing 
developed. The Cattle Development Authority now has an 
Organized production and marketing infrastructure in place 
and plans to renew its expansion program in 1979. 


Wages: 


The only minimum wage in effect applies to urban workers 
in four population centers, Honiara, Gizo, Auki and 

Kirakira. The minimum is 18.4 cents per hour if housing 
is not supplied and 16 cents where housing is furnished. 


The Minimum Wages Board, inactive in recent years, is being 
resuscitated and both wage policy and labor legislation 

will be reviewed in the light of new developments. The 
government is implementing a decentralization program giving 
the provinces greater autonomy. District centers will, 
therefore, employ more people, and minimum wage protection 
will have to be extended to new areas. Also, minimum 

wages have been frozen since 1976 while the Retail Price 
Index rose over 30%. Pressures for an increase have not 
been great, however, as government and other major employers 
pay well above the minimum and have increased wages each 

12 to 18 months on the average. Salaries paid by the 
government, the nation's largest single employer, range 

from SI$1,080 to SI$8,088 per annum. 


Budget and Aid: 


The government has both a recurrent budget, largely funded 
from local revenues, and a capital budget almost entirely 
dependent on external aid. 1976-78 recurrent budget data 
follows: 
TABLE IV 
REVENUE AND EXPENDITURE, 1976 - 1978 
SI$'000 AT CURRENT PRICES 

1976 1977 1978 
Total Domestic Revenue 9,314 12,094 14,276 
UK Recurrent Aid 917 1,841 1,960 
Total Revenue 10,231 13;935 16,236 


Total Recarrent Expenditure 10,698 14,097 16,473 





Government capital expenditures during 1975-77 were as 
follows: 


TABLE V 
GOVERNMENT CAPITAL EXPENDITURE, 1975-1977 


1975 1976 1977 
SI$'000 & SI$'000 & SI$'000 


Agriculture, of which 
Cattle 


Coconuts 
Sub-total 

Natural Resources, of which 
Reafforestation 


Sub-total 


Commerce & Industry, of which 
AILB 
Sub-total 

Economic Infrastr., of which 


Plant & equipment 
Ships 


Sub-total 


Education and Culture 


Sub-total 


Health & Welfare, of which 
Malaria eradication 


Sub-total 


Admin. Infrastr, of which 
Housing 355 


Sub-total 874 


TOTAL 4,781 
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While 1978 figures on capital expenditures are not yet 
available, it is clear that political independence brought 
an influx of foreign assistance offers and that capital 
expenditures will show substantial increases. 1979 
projections show SI$24,793,000 in bilateral development 
grants, SI$1,437,000 in multilateral grants, SI$4,220,000 
in development loans, and SI$2,000,000 to be generated 
locally. 

Overall budgetary levels 1975-77 were as follows: 


TABLE VI 
BUDGETARY LEVELS 

(SI$000) 

1975 

Current Expenditures 9,302 
Domestic Revenue Tp hee 
UK Recurrent Aid 1,388 
Total Revenue 9,170 
Current Budget Balance -132 


Capital Expenditures 4,781 


Foreign Grants (1) 4,719 
(Cash-For Capital Expenditures) 


(1) Does not include UK recurrent aid 


Foreign Investment: 


The Oil Palm plantation and the Brewers Solomons rice 
project are the major recent foreign investments in the 
Solomons. A bauxite project on Rennell Island, and a 
smaller deposit on Vagena have been surveyed but temporarily 
shelved due to low world bauxite prices. The government 

is actively seeking commercial investment as a major force 
in the countries development. Investment may be direct 

or by joint venture with a local business or the government. 
The government is likely to prefer joint ventures in 
projects of major significance, usually with it having a 
minority shareholding position. 
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IMPLICATIONS FOR THE UNITED STATES 
U.S. Investment: 


The Solomon Islands Government is particularly interested 

in receiving proposals for foreign investment in the following, 
fields: large scale mining, forestry and timber, fishing, 
agriculture and livestock projects, manufacturing and semi- 
manufactures, local food processing and marketing and 

tourism development. The government will assist with site 
choice, tax relief, import duty concessions on capital 

goods, security of tenure and’ other inducements. 


To date, bauxite and chromite are the only minerals known 

to be present in commercial quantities. Geological mapping 
and geo-chemical exploration of Choiseul has been completed 
and a similar three year project is beginning in New Georgia. 
Results will be available to potential investors. 


Large agricultural and timber projects to date have been 
highly successful although land tenure problems continue to 
hamper further development in some areas. 


The government attitude towards foreign investment is quite 

positive. It considers private commercial investment as an 

efficient means to develop the economy. Those interested in 
further investment information should write to: 


Secretary 

Commercial Investment Committee 
P. O. Box 610 

Honiara, Solomon Islands 


U.S. Exports to the Solomons: 


The U.S. currently supplies less than 5% of Solomon Islands 
imports, mainly machinery and transport equipment. U.S. 
bulk exports to the Solomons are currently hampered by 
difficult shipping arrangements, usually necessitating 
transshipment in Sydney. Virtually all manufactured items 
are now imported into the Solomons. A growing market 
exists for small manufacturing plants for such essentials 
as barbed wire, tin cans, etc. Interested parties should 
contact: 


Solomon Islands Chamber of Commerce 


P. O. Box 64 
Honiara, Solomon Islands 


% U. S. GOVERNMENT PRINTING OFFICE :1979--281-058/136 
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GHANA: KEY ECONOMIC INDICATORS 


All values in millions of US dollars converted at the prevailing official 
rate. All data for end of period, unless otherwise stated. 
(one cedi = $0.87; after August 1978, one cedi = $0.36) 


A B c D E(1) 


1975 1976 1977 1978 % 
Change 


INCOME, PRODUCTION 


GDP at Current Prices 

‘GDP at 1968 Prices 

‘Per Capita GNP, Current Prices(2) 

Agricultural Production Index 
(1961-65 = 100) (USDA) 

Cocoa Production (1000 MT)(Crop 
year ending Sept.) 

Gold Production (1000 Tr.0z.) 

Diamond Production (1000 Carats) 

Manganese Production (1000 LT) 

Bauxite Production (1000 LT) 

Aluminum Production (1000 LT) 


MONEY AND PRICES 


Money Supply 1494 
Total Central Govt. Debt 

External Debt 
Interest Rates (Commercial )% ‘ m 185 
National Consumer Price Index 467 69 
Govt. Capital Expenditure, FY(4) ’ s 3 586 121 
Budget Deficit, FY (4) ; ‘ -9 1873.9(5) 104 


BALANCE OF PAYMENTS AND TRADE 


International Reserves (Gross) ; ; -3 286.9 ae 
Balance of Pmts., Current Acct. ‘ : 2 84.4 -175 
Balance of Trade FOB ‘ [2 < eee -25 
Export, FOB J -5 670.8 - 7 
u.S.°% 
U.K. % 
Germany % 
Imports, CIF 
U.S. % 
U.K. % 
ge nn. dc eweeei ll 
(1) D Compared with C 
(2) The World Bank recently revised GNP per capita for Ghana down to $380. 
3} Woald have been 3572.8 at previous exchange rate, a 72% increase over 1977. 
4) July 1 to June 30 
(5) Provisional estimate 





